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BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF HAWAIIL

~=~~-Tn the Matter of----

PUBLIC UTILITIES COMMISSION Docket No. 2010-0037
Instituting a Proceeding To
Investigate Establishing

Energy Efficiency Portfolio
Standards, Pursuant to Act 155,
Session Laws of Hawaii 2009 and
Hawall Revised Statutes § 269-96.

APPROVING A FRAMEWORK FQOR ENERGY EFFICIENCY PORTFOLIQO STANDARDS

By this Order, the commission approves the Framework
for Energy Efficiency Portfolio Standards (“Framewocrk”)}, attached
hereto as Exhibit A, to govern the achievement of Energy
Efficiency Portfolio Standards ("EEPS”) in the State of Hawaii
(*State”), as prescribed in Hawail Revised Statutes (“HRS”)

§ 269-96 (“EEPS Law”}.

I.

Background on EEPS

Energy efficiency is a means of using less energy to

provide the same (or ¢greater) 1level of energy services.
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Presently, energy efficiency programs for the HECO Companies1 are
administered by a third-party Public Benefits Fee Administrator
("PBFA”) and are funded by a Public Benefits Fee via a surcharge
on HECO Companies’' ratepayers’ utility bills.? The PBFA 1is
subject to regulation by the commission and reports to the
commission on a regular basis.? Through a process called
Evaluation, Measurement, and Verification (“EM&V”), discussed
later, reported savings from these programs are verified by an
independent auditor.? Kauai Island Utility Cooperative (“KIUC"),
which provides electric utility service to the island of Kauai,
administers its own energy efficiency programs.

An EEPS (or in other states, Energy Efficiency
Resource Standard/EERS} is a law that aims to continually
increase electric or gas energy savings over time, An EEPS 1is
similar in concept to a renewable portfolio standard (“RPS”),
which requires electric utilities to acguire increasing levels

cf energy from renewable resources by set periods. Stated

1wHECO Companies” collectively refers to Hawaiian Electric
Company, Inc., Hawaii Electric Light Company, Inc., and
Maui Electric Company, Limited. The HECO Companies provide
electric utility service to the islands of ©Oahu, Hawaii, Maui,
Lanai, and Molokai.

‘See HRS §§ 269-121 - 269-124; Decision and Order No. 23258,
filed on February 13, 2007, in Docket No. 05-0069.

3See HRS § 269-122(b).

‘See HRS § 269-124(7).
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differently, EEPS targets the demand or consumptioﬁ of
electricity, while RPS focuses on the supply or generation of

electricity.’

II.

Background on EEPS Law

In January 2008, the State and the United States
Department of Energy signed a Memorandum of Understanding to
establish a long-term partnership with the purpose of
transforming the way in which renewable energy and energy
efficiency resources are planned and used in the State. This
partnership, referred to as the Hawaii Clean Energy Initiative
(*“HCEI”), set a goal for the State to meet 70% of its energy
needs by 2030 through clean energy, with 30% coming from energy
efficiency measures, and 40% coming from locally generated
renewable sources.

On October 20, 2008, as a product of HCEI, the
Governor of the State, the State Department of Business,
Economic Development and Tourism (“DBEDT”), the State Division
of Consumer Advocacy of the Department of Commerce and

Consumer Affairs (“Consumer Aadvocate”), and the HECO Companies

"HRS §§ 269-91 - 269-95 (“RPS Law”) establishes as Hawaii'’s
RPS the following percentages of renewable energy that must
comprise net electricity sales by specific dates: (1) 10% by
2010; (2) 15% by 2015; (3) 25% by 2025; and (4) 40% by 2030.
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entered into a comprehensive agreement designed to move the
State away from its dependence on imported fossil fuels for
electricity and ground transportation, and toward “indigenously
produced renewable energy and an ethic of energy efficiency.”6

Section 12 of the Energy Agreement specifically
addressed “Energy Efficiency,” and stated *[i]lt is the goal of
all parties to ensure that_Hawaii achieves the maximum possible
levels of energy efficiency as it represents the most effective
use of resources possible, including conservation by not using
resources at all.”’ To this end, the parties to the Energy
Agreement committed to various measures to encourage adoption of
energy efficiency, and specifically committed to ‘“support the
enactment of an energy efficiency portfolio standard at the
2009 session of the Legislature.“®

As contemplated in the Energy Agreement, the
2009 session of the State Legislature enacted Act 155, codified
as HRS § 269-96, which provides:

{a) The public utilities commission shall

establish energy-efficiency portfolio
standards that will maximize cost-

SEnergy Agreement Among the State of Hawaii, Division of
Consumer Advocacy of the Department of Commerce and
Consumer Affairs, and the Hawaiian Electric Companies (“Energy
Agreement”) at 1.

'1d. at 21.

814. at 22.
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(b)

(c)

{d)

(e)

effective energy-efficiency  programs
and technologies.

The energy-efficiency portfolio
standards shall be designed to achieve
four thousand three hundred gigawatt
hours of electricity use reductions
statewide by 2030; provided that the
commission shall establish interim
goals for electricity use reduction to
be achieved by 2015, 2020, and 2025 and
may also adjust the 2030 standard by
rule or order to maximize cost-
effective energy-efficiency programs
and technologies.

The commission may establish incentives
and penalties based on performance in
achieving the energy-efficiency
portfolio standards by rule or order.

The public utilities commission shall
evaluate the energy-efficiency
portfolio standard every five vyears,
beginning in 2013, and may revise the
standard, based on the best information
avallable at the time, to determine if

the energy-efficiency portfolio
standard established by this section
remains effective and achievable. The

commission shall report its findings
and revisions to the energy-efficiency
portfolio standard, based on its own
studies and other information, to the
legislature no later than twenty days
before the convening of the regular
session of 2014, and every five years
thereafter.

Beginning in 2015, electric energy
savings brought about by the use of
renewable displacement or off-set
technologies, including solar water

heating and seawater air conditioning




district cooling systems, shall count
toward this standard.’

Thus, the EEPS Law establishes an EEPS for Hawailii of
4,300 gigawatt hours ("GWh") o©of electricity use reductions
statewide by 2030. According to DBEDT, which proposed the
4,300 GWh figure in legislation, this figure was derived by
calculating 30% of the sum of the baseline electricity sales
forecasts from the HECO Companies’ third Integrated Resource
Planning (“IRP"}) processes {*IRP-3") and KIUC's 2005 1IRPF,
extrapolated to 2030.%° This figure did not account for
reductions in sales as a result of combined heat and power,
future demand-side management, reductions in sales due to
photovoltaic (“*PV”) systems, and increases in sales due to

electric vehicles (“Ev~}).!!

IIT.

Procedural History

As required by HRS § 269-96, on March 8, 2010, the

commission instituted this proceeding to examine establishing

HRS § 269-96.

®See DBEDT's Opening Statement of Position on Establishing
EEPS, filed on January 27, 2011, at 17; DBEDT's Final Statement
cf Position on Establishing Fnergy Efficiency ©Portfolio
Standards, filed on August 29, 2011, at 22.

'56¢e Final Statement of Position of the Hawaiian Electric

Companies, filed on August 29, 2011 (“HECO Companies’ FSOP”),
at 8, 40.
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EEPS that will maximize cost-effective energy efficiency
programs and technologies. The Order Initiating Investigation
named the HECO Companies, the Consumer Advocate, DBEDT, KIUC,
R.W. Beck, Inc. (in.k.a. SAIC Enerqgy, Environment &
Infrastructure, LLC}) (YBeck/SAIC*), which 1s the current PBFA

for the HECO Companies’ service territories, the City and County

of Honolulu ({(*CCH"), the County of Hawaii (“COH"), the County of
Maui (*COM”), and the County of Kauai ("COK”) as parties to
the docket.

In addition, the commission’s opening order: directed
the HECO Companies to file a status report discussing the
progress made toward agreed-upon proposals that were to be
initiated by April 1, 2009 and June 2009, as set forth in the
Energy Agreement; provided the deadline by which motions to
intervene were to Dbe filed; and the deadlines by which a
stipulated protective o;der and stipulated procedural order were
to be filed.

On March 25, 2010, Hawaii Renewable Energy Alliance
{"HREA") filed its Motion to Inter&ene, and on March 29, 2010,
Blue Planet Foundation ("Blue Planet”) and Hawaii Solar Energy
Association (“HSEA”) filed their respective Motions to Intervene
with the commission. The HECO Companies filed a letter with the

commission on April 6, 2010, stating that they did not oppose
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the granting of intervenor status to HREA, Blue Planet,
and HSEA.

By Order issued on April 21, 2010, the commission
granted intervention to HREA, Blue Planet and HSEA, 12

On April 7, 2010, the HECO Companies filed a letter
with the commission summarizing the progress made towards
agreed-upon proposals in the Energy Agreement.

On May 21, 2010, the Parties filed a proposed
Stipulation for ?rotective Order and a proposed Stipulated
Procedural Order with the commission.

On June 3, 2010, the commission approved the
Stipulation for Protective Order, and on July 7, 2010, the
commission issued its Orxder Approving, With Modifications,
Stipulated Procedural Order.

Pursuant to the Stipulated Procedural Order, the

issues in this docket are:

1. What are the appropriate
responsibilities and roles of entities to
meet the energy efficiency portfolio

standards goals?

This issue would include related gquestions
such as (but not limited to): What
entityf{ies) has the responsibility and
accountability for achieving the EEPS
goals?; What are the appropriate roles for

2Accordingly, the parties to this docket are:
HECO Companies, Consumer Advocate, DBEDT, KIUC, Beck/SAIC, CCH,
COH, COM, COK, HREA, Blue Planet, and HSEA (collectively,
“Parties”).

2010-0037 8




key stakeholders in helping to achieve the
EEPS goals?; What type of reporting is
appropriate to provide the Commission, the
Integrated Resource or Clean Energy Scenario
Planning process, and other stakeholders
with actual energy efficiency savings
achievements and progress towards reaching
EEPS interim goals?

2. What 1s the relationship between the
goals of the energy efficiency portfolio
standards and other energy goals and
initiatives, such as the State energy
objectives, renewable portfolio standards,
county building codes, etc.?

This issue would include related gquestions
such as (but not limited to): How will the
EEPS goals and actual achievements be
integrated into the Integrated Resource or
Clean Energy Scenario Planning process?; How
does the EEPS relate to the duties of the
Public Benefit Fee Administrator?

3. What are the appropriate energy
efficiency portfolio standards goals by
service territory for 2015, 2020, 2025, and
2030 (including identification of measures
and programs encompassed by the standards,
measurement methods; and evaluation
processes)?

This issue would include related guestions
such as (but not limited to): Is there a
clear definition of what energy efficiency
programs contribute to the EEPS versus the
renewable portfolio standards?; What is the
appropriate baseline measurement to utilize
in determining achievement of the interim
and overall EEPS goals?; What are the
appropriate measurement methods to determine
EEPS?

4. TIs the Public Benefits Fund current
funding of 1% of total electric wutility
revenues for 2010, 1.5% for 2011 and 2012,
and 2% for 2013 and thereafter, sufficient
to achieve the energy efficiency portfolio

2010-0037 9




standards goals for 2015, 2020, 2025, and
203072 If the funding is mnot sufficient,
what is the appropriate level of funding?

5. What i1is the process for the Commission
to reevaluate the energy efficiency
portfolio standards goals every five vears,
beginning in 2013, and to revise the goals,
if appropriate, based on the best
information available at the time, and to
determine if the goals remain effective and
achievable?

This issue would include a related question
{but not be limited to): What entity(ies)
has the responsibility and accountability
for assisting the Commission with the
reevaluation of the energy efficiency
portfolio standards gocals?

6. Should incentives and/or penalties be
utilized to encourage achievement of the
energy efficiency portfolio standards?

This issue would include related questions
such as {but not limited to}: Is an
incentive mechanism to help achieve the
energy efficiency portfolio standards goals

appropriate, and if e} what is the
appropriate mechanism?; Is a penalty
mechanism for underachievement of the energy
efficient portfeolio standards goals
appropriate, and if S0, what is the
appropriate mechanism?; What are the

potential impacts, if any, on the Hawaiian
Electric Companies’ and KIUC’s cbligation to
serve, provision of reliable electric
service and the Integrated Resource or Clean
Energy Scenarlio Planning process 1f the
ennergy efficiency portfolio standards goals
are not achieved?®’

BExhibit A, attached to Order Approving, With
Modifications, Stipulated Procedural Order, filed on July 7,
2010, at 4-6.
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The Order Approving, With Modifications, Stipulated

Procedural Order included a procedural schedule that was

subsequently amended by the commission, as discussed further

below.

The initial procedural steps in this docket consisted
of informal informational workshops held on July 29, 2010,
August 18, 2010, September 8, 2010, September 15, 2010, and
December 7, 2010, and included informal information exchanges
among the Parties.

On January 27, 2011, the Parties submitted their
Preliminary Statements of Position. On February 25 2011, the
Parties simultaneously submitted information requests (“IRs”),
and on March 30 and 31 and April 1} 2011, the Parties
simultaneously filed responses to the IRs.

On April 15, 2011, the Parties held a technical
session during which, among other things, the Parties
discussed the docket issues established Dby the Stipulated
Procedural Order.

On May 10, 2011, the commission issued a letter to the
Parties: (i} rescheduling an upcoming technical session from
May 13, 2011 to May 24, 2011; and (ii} stating its intent to
have 1ts consultant, James Flanagan Associates (“*JFA”), present

and guide discussions during the May 24, 2011 technical session.
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On May 19, 2011, the commission issued its Order

Amending Stipulated Procedural Order, which amended, sua sponte,

the Stipulated Procedural Order by amending the applicable datés
and/or deadlines for Step Nos. 12 through 20 of the Stipulated
Procedural Schedule.

On May 24, 2011, the commission held a technical
session, during which, among other things, JFA presented
information and led discussions regarding possible effective
choices for the Hawaii EEPS and recent nationwide activity
in EEPS.

On June 13, 2011, the commission issued its
Order Amending Stipulated Procedural Schedule, which further

amended, sua sponte, the Stipulated Procedural Order by amending

the applicable date for the follow-up technical session (i.e.,
Step No. 13) from June 27, 2011 to August 12, 2011, to allow the
Parties time to review a proposed straw framework prepared by
JFA prior to the technical session.

On August 5, 2011, the commission issued a letter to
the Parties providing a proposal for "A Framework for Energy
Efficiency Portfolio Standards," which was prepared by JFA.

On August 12, 2011, the follow-up technical session
was held by the commission for the purpose of providing JFA the

opportunity to discuss the draft propeosed framework with the

Parties.
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On August 18, 2011, the commission issued a letter to
the Parties providing a revised draft of “A Framework for Energy
Efficiency Portfelie Standards” (*Draft EEPS Framework”), as
revised by JFA in response to the discussions held during the
August 12, 2011 follow-up technical session. In that letter,
the commission stated that the Parties may c¢omment on the
Draft EEPS Framework in thelr respective Final Statements of
Position (“FSOPs”}.

The Parties filed their FSOPs on August 29, 2011,
which included their comments on the Draft EEPS Framework.

By Order issued on September 9, 2011, the commission

further amended, sua sponte, the procedural schedule Dby:

(1) allowing the Parties to file Reply Statements of Position
(*Reply SOPs"} to the FS0OPs by September 23, 2011; (2) removing
the Pre-hearing Conference and Panel Hearing from the schedule;
and (3) including as the final step in the schedule the issuance
of a Decision and Order and final Framework for EEPS by the
commission following the filing of the Parties’ Reply SOPs.

On September 23, 2011, the Parties filed their

Reply SOPs.

YcOM was granted an extension to file its FSOP on
August 31, 2011.
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IV.
Discussion

The Parties have had ample opportunity to wvet the
principles and approaches that are embodied in the Framework,
which the commission approves herein, in their FSOPs and Reply
SOPs, as well as 1in technical sessions held with the
commission’s consultant. Accordingly, the discussion that
follows will focus on the highpoints of the Framework, and/or on
disputed issues that the commission resolves herein. Moreover,
this Order discusses the general, overarching concepts and
principles approved in the Framework to achieve the EEPS; more
specific direction and/or guidance related to implementation of
the principles addressed herein will be provided in
future orders.

The commission will first generally comment on some of
the bigger cﬁallenges that arose during the course of this
docket and 1in developing the Framework. The first challenge
worth noting pertains to the fact that the statutory EEPS
standard 1s set for 2030, i.e., roughly twenty years from now.
The task of develcoping interim goals and overarching principles
associated with an EEPS standard so far into the future brings
with it inherent challenges, particularly when the State 1is
relatively new to EEPS. Energy efficiency programs for the HECO

Companies were fairly recently transferred to the PBFA in 2009;
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the EEPS Law itself was passed 1in 2009; and several of the
Parties acknowledged that updated potential studies were needed
to adecuately set interim goals and fairly allocate
responsibilities for achieving these interim goals. The
Framework attempts to deal with this challenge by, as much as
possible, focusing on the near-term and what we know now,
establishing breoad principles and approaches to guide
achievement, while acknowledging that future interim goals may
be modified as new information, resources, and technology
become available.

Another challenge is what some of the Parties referred
to as the “jurisdictional gap,” which describes the fact that
the commission has Jjurisdiction over some (i.e., the utilities
and PBFA), but not all of the entities that are expected to
contribute to the EEPS (i.e., federal, state, and county
agencies). To respond to this challenge, the Framework
recognizes the Jjurisdictional gap by distinguishing between
*commission regulated entities” and *“non-regulated entities,”
but forms one EEPS Technical Working Group (“TWG") where both
groups may have members and work together toward achieving
the EEPS.

The commission appreciates the contributions of the
Parties and its consultant while working through these complex

issues and in developing the Framework, which the commission
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believes will start us down the right path in attaining the

State's energy goals.

A.

Purpose of Framework

As set forth above, the EEPS Law establishes an EEPS
of 4,300 GWh of electricity use reductions statewide by 2030,
and requires the commission to establish interim EEPS goals to
be achieved by 2015, 2020, and 2025. The purpose of the
Framework 1s to establish EEPS interim goals that will set the
course for achieving the 2030 standard in the EEPS Law, and
also set forth broad principles and strategies for achieving
the EEPS.

The commission believes the Framework is sufficiently
broad to remain viable and relevant for several years. As noted
above, though, the Framework 1is based on informaticon and
resources that are available today, and which may change over
time. Thus, it is expected that the commission may need to
adjust or modlify provisions 1in the Framework based on 1its
regular evaluation of the EEPS, and as recommended by the TWG,

described in further detall in Section IV.F below.
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B.

Performance and Evaluation Periods

To provide structure to the interim goal periods in
the EEPS Law, the Framework establishes four “performance
periods.” These coincide with the interim goal periods set
forth in the EEPS Law, and end on December 31, 2015, 2020, 2025,
and 2030. The first performance pericd began in January of
2009, thereby making 2008 the baseline year for purposes of EEPS
evaluation, and will end on December 31, 2015. Each performance
period will have its own interim savings goals, specified in
Section IV.C below.

In addition, pursuant to HRS § 269-96(d), the
commission must evaluate the EEPS every five vyears, beginning in
2013, and may revise the EEPS; it must also report its findings
and revisiocns to the EEPS to the legislature no later than
twenty days before the convening of the regular session of 2014,
and every five years thereafter. Relative to this requirement,
the Framework also establishes “evaluation periods” that
organize the time within which EEPS progress must be evaluated

and reported to the legislature.
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Table 1 of the Framework depicts the timing and

interplay between the performance and evaluation periods:

Table 1: Timeline for Performance and Evaluation Periods

Event Datesg'®

First Evaluation Report due to |20 days before convening of
Legislature the 2014 session

First EEPS Performance Period January 2009 - December 2015

Second Evaluation Report due to |20 days before convening of
Legislature the 2019 session

Second EEPS Performance Period January 2016 - December 2020

Third Evaluation Report due to |20 days before convening of
Legislature the 2024 session

Third EEPS Performance Period January 2021 - December 2025

Fourth Evaluation Report due to |20 days before convening of
Legislature the 2029 session

Fourth EEPS Performance Period January 2026 - December 2030

Fifth Evaluation Report due to |20 days before convening of
Legislature the 2034 session

C.

Goals and Metrics

While the EEPS Law prescribes one numeric standard of
4,300 GWh of electricity savings by 2030, to ensure a clearer
picture of EEPS progress, the Framework advances two additional

metrics for achieving EEPS:

Dates run from January 1 during the first vear through
December 31 of the final year of a given period.
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1. Energy efficiency to meet 30% of
forecasted energy sales in 2030 (which
assumes updated utility sales forecasts
are used for each evaluation period};
and

2. Energy efficiency to meet a fixed

percentage of sales relative to a
two-year average of total most recent
statewide energy sales.'®

On the first metric above, as mentioned earlier, the
4,300 GWh figure in the EEPS Law was based on an estimation of
30% of electric utility sales in 2030, using sales forecasts
from the HECO Companies’ and KIUC’s then-most-recent IRP
processes. Thus, the 4,300 GWh standard and the first metric
above should be roughly equivalent.

However, the drivers of energy forecasts and sales
change over time, often for reasons exogenous to the
implementation of energy efficiency. At some future point,
4,300 GWh may no longer equate to 30% of forecast demand in
2030. Measuring energy efficiency accomplishments with respect
to goals at some future point of time is challenging, and when
the uncertainty of economic conditions or the introduction of
EVs to the grid are considered, it may be increasingly difficult
to determine if the letter and spirit of the EEPS Law have been
met. Each of the three metrics may contain different

assumptions and outcomes, and together provide additional

insights to understanding EEPS progress.

®gee Framework, Section IV.A.
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Table 2 of the Framework sets forth the interim goals
under all three metrics for the first performance period as
follows: '’

Table 2: First Performance Period Goals

Year GWh goal ba:eifne foiezist
2009 196.5 1.38 1.38
2010 196.5 1.37 1.37
2011 196.4 1.37 1.37
2012 196.4 1.37 1.37
2013 196.4 1.37 1.37
2014 196.4 1.37 1.37
2015 196.4 1.37 1.37
Total 1,375 9.6 g.6

These goals allocate the yearly savings in a linear
fashion. The savings per vyear are roughly equal to the
total savings goal (4,300 gwh) divided by the total number of
yvears (22). Some rounding was assumed to simplify the goals for
the later periods. The first performance period goals are
in-line with recent activity that demonstrated the existing
energy efficiency activity within the State is both robust and
active. Many states have chosen to backload forecasts to allow
time for programs to develop and take hold, but this was not
deemed necessary for Hawaii’'s EEPS.

The incremental goals for the éecond through

fourth performance periods were based on the same methodology as

Y"The first performance period is a seven-year period; the
remaining three performance periods are five-year periods.
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the goals for the first performance period,

Table 3 of the Framework:

Table 3:

and are reflected in

Second Through Fourth Performance Period Goals
and Grand Total
Second Performance Period
% of % of
Year Gwh goal baseline forecast
2016 195 1.36 1.36
2017 195 1.36 1.36
2018 195 1.36 1.36
2019 195 1.36 1.36
2020 195 1.36 1.36
Total 975 6.8 6.8
Third Performance Period
% of % of
Year GWh goal baseline forecast
2021 195 - 1.36 1.36
2022 195 1.36 1.36
2023 195 1.36 1.36
2024 195 1.36 1.36
2025 195 1.36 1.36
Total 975 6.8 6.8
Fourth Performance Period
Year GWwh goal s O? ¥ of
baseline forecast
2026 195 1.36 1.36
2027 1985 1.36 1.36
2028 195 1.36 1.36
2029 195 1.36 1.36
2030 185 1.36 1.36
Total 975 6.8 6.8
Grand Total -- First through Fourth
Performance Periods
% of % of
Year Gwh goal baseline forecast
2030 4,300 30 30

These geoals may be revised prior to the beginning of

each period as

2010-0037
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mandate(s) . Revisions to performance period goals may be
recommended by the TWG for consideration by the commission.

The Parties were in some disagreement over the issue
of whether the commission should allocate specific amounts of
the EEPS goals to entities responsible for meeting the EEPS.
The commission finds that it is premature to assign specific
allocations to contributing entities now, particularly without
the benefit of updated potential studies. For this reason, the
Framework allows the TWG to first identify all contributing
entities, and then allocate EEPS annual and interim goals to
those entities, based on avallable information, including the

results of potential studies.

D.

Relationship to Ongoing Proceedings

The commission views EEPS as having an important role
with at least twe other commission proceedings, IRP and RPS.
State supported IRP efforts assure that lcad growth is met with
the most cost-effective resoﬁrces when determining if new supply
is needed. EEPS will impact the utilities’ IRP processes since
the projected amount of energy efficiency will affect the
utilities’ resource plans. The HECO Companies provide the

following example:

2010-0037 22



[I]f the forecast of energy savings included
in the IRP scenario is overly optimistic and
actual sales are higher than projected, a
need for new firm generation may be created

sooner than anticipated, which could
negatively affect the Companies’ system
reliability. This risk to system

reliability originates from the uncertainty
that the 2030 EEPS goal will be attained and
from the uncertainty related to how quickly
that goal is attained (or not attained) over
time. Even if the energy savings envisioned
by the 2030 EEPS goal are assumed to be met,
the projected trajectory of energy savings
between 2010 and 2030 could have a linear,
exponential, S-curve, or some other shape.
The rate at which energy-efficiency impacts
are recorded over time would have a profound
effect on the timing of c¢apital investments
and other allocations of resources.!®

Put another way, the total connected renewable
generation capacity that must be built will depend on how
successful the EEPS is at reducing electric load. Thus, it 1is
imperative that the EEPS evaluation process inform the
utilities’ respective IRP processes. For this reason, the
Framework provides:

EEPS reporting shall ©be designed and

scheduled to provide timely estimates of

total energy efficiency resources that have

and are expected to be obtained, for use in

locad forecasting and Scenario planning

efforts in the IRP process.'’

With respect to RPS, as indicated above, the RPS and

EEPS were the two mechanisms envisioned to achieve the State’s

®HECO Companies’ FSOP at 43.

19Framework, Sectien IV.E.1.
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energy goal of reducing Hawaii’s dependence on imported fossil
fuel by 70% by 2030. The commission views the EEPS as the
essential demand-side counterpart to the RPS’'s supply-side
mandates. If the two mechanisms are examined together, assuming
sales growth is fully met by EEPS by 2030, one possible result
is the retiring of power plants that are currently delivering
40% of the State’s load. This will have an effect on rates that

the commission will monitor and address with the legislature,

as necessary.

E.

Strategies to Meet the EEPS

1.

Portfolio Approach and Criteria

A portfolio approach will be used to meet the EEPS,
with efficiency contributions coming from a combination of
sources. This will include a range of programs and activities

such as, but not limited to:

traditional incentive-based programs,
education and outreach, implementation of
building codes and appliance and equipment
standards, system upgrades, and efforts
designed to address the market barriers to
energy efficiency.?®

20pramework, Section V.A.2.
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The Framework also sets forth criteria that must be
used when designing and implementing portfolios of programs and
activities. As explicitly stated in the EEPS Law,?! the
first criterion listed in the Framework 1is that resource
programs should be cost—effective on a portfolio basis. While
cost-effectiveness is a good litmus test for inclusion of energy
savings measures, it should not be considered as the scle test
for EEPS energy saving measures. Some measures when evaluated
alone may not be cost-effective, yet when evaluated as part of a
package of measures, or installed as part of a new construction
project rather than a retrofit, may be quite cost-effective.

Accordingly, the Framework includes several other
criteria, including one that is an important quality of energy
efficiency measures -- persistence of savings. Longer 1life
measures such as air conditioning ecquipment or high efficiency
motors are generally preferred over shorter life measures such
as screw-in fluorescent lamps or short-term  behavioral
modifications. Savings from longer life measures persist over
time and can be counted on to provide efficiency through the

twenty-year EEPS period and beyond.

2lHRS § 269-96(a) provides: “The public utilities commission
shall establish [EEPS] that will maximize cost-effective energy
efficiency programs and technologies.” [Emphasis added.]
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2.

Contributing Entities and Delivery Channels

a.

Commission Regulated Entities

Section V.C of the Framework sets forth more specific

delivery channels for EEPS contributions, delineated Dby
two different types of contributing entities -- (1) commission
regulated entities; and (2) non-regulated entities. With

respect to the former, traditional energy efficiency programs
administered by XIUC and the PBFA (for the HECO Companies’
service territories) are expected to initially provide the bulk
of the savings towards EEPS. Savings from non-traditional
utility delivered measures like rate design and advanced
metering may also count towards EEPS.

In addition, the Framework includes utility system
transmission and distribution ({(*T&D") efficiency as an eligible
delivery channel. There was some dispute over this issue. The
HECO Companies maintained that the definition of EEPS does not
include energy savings resulting from efficiency improvements in
generation and T&D on the utility side of the customer meter:

[TlThe EEPS goals were derived on the basis

of electricity consumption at the customer

meter (i.e., electricity sales), which does

not include line losses between the

generating plants or the conversion of fuel

into electricity (heat rates). . .
[I]dentifying the sources of increased
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efficiency in utility generation,
transmission, and distribution requires
engineering analyses that are substantially
different from the issues being addressed in

this docket. Those analyses would involve
detailed studies of the generation,
transmission, and distribution system
configuration, system electrical flow
analyses, planned maintenance cutage
planning and procedures, etc. Thus, while

the Hawaiian Electric Companies acknowledge
that they should he expected to, and do,
take steps to increase the inherent
efficiency of their generators and their
[T&D) infrastructures, those efficiency
increases should not be included in
the EEPS.

However, if the Commission determines that
it wants to count electric system
efficiencies toward EEPS Draft EEPS
Framework, then 1) generation efficiency
improvements should not be included, and
2y [T&D] electricity savings may count
towards the EEPS goals, but the utilities
should not be allocated goals for T&D
electricity savings.

Generation efficiency is expressed as
British thermal units {*Btus”) burned
per kilowatthour (“kWh*) generated, also
known as heat rate. A lower heat rate means
better efficiency because fewer Btus are
burned to generate a kWh of electricity.
However, while- improved generation
efficiency results in fewer Btus consumed it
does not result in lower electricity use.
Therefore, generation efficiency
improvements do¢ not contribute to the
achievement of EEPS, since EEPS is measured
by the amount of electricity use reductions.

Furthermore, the inclusion of improved
generation efficiency in the EEPS creates
unintended consecuences. Achievement of

[RPS] is mandated by HRS §269-91. In order
for the wutilities to integrate greater
amounts of intermittent renewable energy and
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achieve the RPS, they will 1likely need to
run additional utility generating units to

provide additional operation reserve
capacity and maintain service reliability to
thelr customers. This will result in higher

heat rates and less generation efficiency,
all other factors being the same.?

On the other hand, several Parties (e.g

Blue Planet, and HREA) argued that efficiencies ga

generation and T&D should be counted in EEPS.

Blue Planet argued for inclusion of generation

as follows:

The EEPS should not exclude efficiency gains
from generation for the same reasons gains
from large utility customers should not be
excluded. To achieve the 2030 Standard, the
EEPS must include large customers because
they represent the potential for significant
[energy use reductions]. Power plants
operated by the HECO Companies {in
particular the Hawaiian FElectric Company)
and KIUC consume significant amounts of the

electricity they generate. The electricity
is consumed to operate and maintain the
power plants. The amount of electricity

consumed 1is equivalent to the electricity
consumed by the utility’'s large customers.
Given the relative amount of electricity
consumed by utility power plants, and the
corresponding potential gains in efficiency,
it 1is 1logical to include generation as an
EEPS program or technology.

Although increased integration of wvariable
renewable energy sources could result in
increased system or plant heat rate, such
increases may be more than offset by
increases in energy efficiency and thus
variable energy from renewable generation
does not provide a sound basis for excluding

2HECO Companies’ FSOP at 12-13 (emphasis added) .
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generation as an EEPS program or technology.

In general, variable renewable generation

increases generator plant heat rates by

recuiring the plant to operate at less

efficient electricity generation output

levels. Similarly, system heat rates

increase because more generating units are

operated at nearer to their minimum output

level. Including generator efficiency as an

EEPS program and techneclogy would encourage

utilities to reduce the amount of generating

units operating at minimum output levels.?®?

As noted by the HECO Companies, electric utilities are
expected to contribute savings from improvements to their
systems. Savings from measures such as high efficiency
transformer replacement, load balancing, re-conductoring and
voltage regulation or optimization are all potential sources of
utility energy efficiency savings. Voltage optimization, in
particular, is a good example of a known energy efficiency
measure that has proven to be a cost-effective way to increase
end-use efficiency, reduce distribution losses and improve power
quality and reliability. The Framework accordingly includes
these types of T&D measures as an eligible delivery channel, but
at this early stage, does not make any specific allocations for
T&D savings to the utilities.

For generation efficiencies, the commission is not

convinced that the EEPS Law was intended to also encompass

utility heat rates, which are quite distinct from the metric of

23Blue Planet’s Final Statement of Position, filed on
August 29, 2011, at 13-14.

2010-0037 29




electricity sales that the EEPS intends to measure. In
addition, inclusion of generation efficiencies would add
complexity to the analysis, tracking and reporting of EEPS
progress. Accordingly, generation efficiencies were omitted

from the Framework.

b.

Non-Regulated Entities

The Framework 1lists several delivery channels for
non-regulated entities:

Building Codes: Building codes provide a small

contribution initially. However, savings compound over time,
and as such, savings from building codes provide a good
complement to ratepayer funded measures, which are expected to
provide the bulk of near-term contributions.

Federal, State and Local Appliance Standards: National

appliance standards currently in effect are included in utility
sales forecasts. However, new federal, state and 1local
standards are not, and should be counted towards EEPS goals.
State appliance codes such as those for plasma televisions or
solar water heaters all provide for energy savings that can

contribute to the EEPS.
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Legislative Mandates: Mandatory benchmarking is an

example of a legislative directive that can provide savings at a
low cost. Several states now require infofmation about energy
usage at the time of sale for commercial and residential
properties. This visibility encourages investment in efficiency
for all properties. Many items in this category are already
being implemented by the State’s Energy Office, DBEDT, and
should be counted towards EEPS.

Non-Profits: Many small and large non-profits,

environmental groups, and community organizations are actively
working to educate citizens about energy efficiency. These
groups may provide eqguipment or training that can result in
significant reductions in energy usage at home and in offices.
Participation by these groups should be encouraged and supported

through the TWG.

C.

Eligible and Ineligible Measures

Pursuant to HRS § 269-91 in the RPS Law, Dbeginning
January 1, 2015, customer-sited, grid-connected renewable energy
systems (i.e., PV) shall count towards the RPS and not towards
the EEPS. Thus, this is one clear example of an ineligible EEPS

measure, effective January 1, 2015,
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In the commission‘s view, the determination of
eligible and ineligible measures should evolve in the TWG as
information is updated and new programs and technologies are
introduced. Thus, the Framework does not include an exhaustive
list of eligible and 1ineligible measures for EEPS. Rather, it
requires the TWG to develop and maintain such a 1list, for

submission to the commission.?*

d.

Updating Energy Efficiency Potential Savings Estimates

As noted earlier, to make sound decisions regarding
expenditures towards meeting EEPS, accurate information about
electric energy savings potential and costs is needed. To this
end, the Framework provides that updated potential studies for
all utility service territories are necessary for EEPS planning
purposes. For service territories where this information is not
avallable or is not current, the Framework allows the commission
to select an entity to perform a potential study. The Framework
also lists a number of factors for inclusion in the updated

potential studies.?

24gee Framework, Section V.D.3.

Bgee Framework, Section V.E.2.
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F.

TWG

As addressed above, energy consumption patterns, sales
forecasts, and technologies may change significantly between
each performance period. For this reason, it 1is important to
refine strategies and expectations for meeting the EEPS. The
commission believes the best approach to stay engaged with
ongoing issues is to set up the TWG, with stakeholders from both
commission regulated entities and non-regulated entities.?® It
is the intent of the Framework to support and encourage
contributions from both of these groups, since it will take
contributions from both to meet the EEPS. It therefore makes
sense to have all contributors working together to reach the
common EEPS standard.

The Framework requires the TWG to establish its
operating procedures and meet regularly to provide
recommendations in support of the evaluation and policy process
as necessary. However, for the most part, the commission
expects the TWG to work together on an informal basis, similar
to the Technical Advisory Group currently in place for

PBFA-related functions. Recommendations and findings by this

*parlier drafts of the Framework contemplated two separate
working groups for commission regulated entities and
non-regulated entities. However, in response to concerns raised
by some of the Parties over resources and efficiencies, the
commission decided to form just one TWG.
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group will be incorporated into 1legislative reports, as
appropriate, and may be implemented at the discretion of the

commission.

G.

Tracking and Reporting Requirements and Timing

To track and report EEPS savings from all contributing .

entities, the commission may select an EEPS Reporting
Contractoer. Although technically a challenging task, tracking
and reporting savings 1is largely a bookkeeping function. This

entity shall be neutral to the outcome of the tabulated results
and not engaged in administering any incentives or penalties.

For commission regulated entities, the PBFA and KIUC
shall continue to file annual plans and report actual energy
efficiency program impacts. These reports, which may be used by
the EEPS Reporting Contractor, shall incorporate their
respective contributions towards EEPS short and 1long range
goals. - Each utility shall also report annual estimated energy
savings from efficiency-related activities, including, but not
limited to: rate design, demand response, and T&D system
improvements. Non-regulated entities that wish to contribute
towards the EEPS may work with the EEPS Reporting Contractor to

develop reporting requirements.
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H.

EEPS Evaluation, Measurement, and Verification

Generally, EM&V 1s the performance of studies and
activities aimed at determining the effects of a program or
portfolio of programs or pblicy initiatives, including the
implementation of codes and standards. There are two objectives
to EM&V: (1} to document and measure the effects of a program,
activity and/or policy initiative and determine whether it met
its goals with respect to being a reliable energy resource; and
(2) to help understand why those effects occurred and identify
ways to improve programs, activities or policy initiatives or
refine them, and select future approaches. |

Currently, as noted above, separate EM&V is being done
for PBFA-administered and KIUC-administered energy efficiency
programs ., The EM&V outlined in the Framework will be in
addition to the EM&V already being conducted for PBFA and
utility programs, and will be focused on whether or not those
programs, and other efforts from non-regulated entities, are
meeting the EEPS (“EEPS EM&V"}), EEPS EM&V may be conducted
separately for commission-regulated and non-regulated programs
and activities, but the results will be combined for reporting
purposes.

Contributing entities will be responsible for

submitting EEPS-related EM&V estimates of savings that are
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expected to be achieved by the proposed programs and activities
{ex ante estimates), and subsequently documenting the savings
achieved {ex post estimates). The commission may retain an EEPS
EM&V Contractor to facilitate, review, conduct, adjust and
compile EEPS EM&V results. The TWG may provide review and
feedback on all aspects of EEPS EM&V.

Regarding funding, contributing entities will be
responsible for developing and funding their own EEPS EM&V to
document the walidity of their contributions. However, the
Framework does not require that EM&V be performed by a
third-party auditor (with the exception of PBFA programs).?’ To
the extent that contributing entities need assistance with any
aspects of EEPS-related EM&V, the commission's EEPS EM&V
Contractor may be made available, at the commission’s
discretion.

Section VIII.F of the Framework lists several metrics
that may be used as a part of EEPS EM&V, including: gross energy
savings at generation; free-ridership; ©persistence; market
effects; and other metrics that may be recommended by the TWG

and/or at the request of the commission.

¢’Phese programs are statutorily required to be verified by
an independent auditor. See HRS § 269-124(7).
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I.

Cost-Effectiveness and Consumer Bill Impacts

To determine cost-effectiveness, programs must pass
the Total Resource Cost (“"TRC"} test, which assures that the
total benefits exceed the total societal costs. Socletal costs
include the extra costs of energy efficiency measures as well as
the administration costs of the programs. Benefits generally
are the sum value of the stream of energy savings provided by
these measures. The Framework provides details regarding these
costs and benefits.

Program portfolios must also pass the
Utility/Administrator Cost test, which ensures that the benefits
ratepayers receive from these programs exceed the programs’
cost. The Framework provides that a real discount rate of 5% is
appropriate for the societal benefit cost modeling of energy
efficiency programs where risk 1is spread across the entire
state. This rate, however, may be revised by recommendation of
the TWG and subsequent approval by the commission.?®

When using the TRC or the Utility/Administrator test,

the following benefits shall be included: (1) avoided electric
energy benefits; (2) avoided generation capacity Dbenefits;
(3) avoided T&D capacity Dbenefits; and (4) non-electric

285ee Framework, Section IX.A.2.
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benefits, such as economic development benefits, job creation,

energy security benefits and a greenhouse gas benefit.
With respect to avoided costs, the Framework,
language proposed by the HECO Companies, provides:

a) Avoided cost figures should reflect
renewable energy and capacity costs.
Avoided costs should be in line with
those determined in IRP plans. Final
values may be proposed by the utilities
and the EEPS Technical Working Group
for reporting to the Commission at each
five-year evaluation reporting period
or as reguested by the Commission.

b) The utilities will calculate a range of
avoided costs for the energy efficiency
programs and activities. The [TWG]
will determine the appropriate avoided
cost wvalues to use 1in evaluating the
cost-effectiveness of such programs and
activities and report these costs to
the Commission.

c) The utilities shall provide estimates
of avoided [T&D] capital costs, and
avoided [T&D] energy costs due to
avoided 1line 1losses, for the energy
efficiency programs and activities.
The utilities shall wuse reasonable

methods to estimate avoided [T&D])
costs, which take into account the
information, data and forecasts
available to them, and the practical
difficulties associated with
determining such estimates. The

utilities shall provide explanaticns of
the methods used to determine the
estimates, and shall refine such
estimates as required to do so by the
Commission.?®

YFramework, Section IX.B.2.
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While the Framework leaves flexibility as to some of
the . specific details of cost-effectiveness calculations, it is
the intent that these calculations provide a fair comparison to
all of the built-up costs that are afforded the supply-side
comparison. Similar to those concepts used in the IRP, EEPS
savings may be called upon to reduce T&D costs or to reduce the
cost of risks associated with fossil fuel reliance. As these
values will change over time, so will the assumptions used in
cost-effectiveness calculations used for the EEPS.

The Framework acknowledges that bill and rate impacts
must be considered when setting the EEPS interim goals. The
Consumer Advocate, in particular, voiced concerns on this issue:

It must be recognized that the ratepayers do
not represent a limitless source of funds.
Regardless of the economic conditions
utilities and regulators should not allow
rates to significantly increase in order to
avoid rate shock, but such consideration
should be given even greater weight during
these times. To make clear, the
Consumer Advocate 1is not recommending that
the State should not continue to make
strides towards energy independence and a
clean energy industry. However, such
progress should not be accomplished in a
fashion that will cause Hawaili's economy,
i1ts businesses and residents to suffer from
unnecessarily prolonged economic doldrums
due to unreasonably high utility rates.>®

M¥pivision of Consumer Advocacy's Final Statement of
Pogsition, filed on aAugust 29, 2011, at 12.
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